Accountants (IFAC) was established, and in 1981, the IASC and the IFAC agreed that all standards would be completely issued by the IASC autonomously (International accounting standards, 2006) . 
Framework maintains two major assumptions about
International Financial Reporting Standards (IFRS). The first is the accrual basis which assumes that a transaction will be recorded when it occurs, not when the cash from that transaction is received. The second is going concern, which assumes that a company or business entity will remain in existence for the foreseeable future (International financial reporting, 2010).
For many years, each country has had its own system of accounting standards and principles; however, as many companies became international, the workload to report financial statements multiplied. Not only were companies required to report financial statements using their home country's standards; but the company would also be required to report financial statements using the standards of all countries that were listed as exchanges (The unification of international accounting standards, 2007).
Generally Accepted Accounting Principles (GAAP)
The In order to accomplish the FASB's mission statement, the FASB acts to improve the usefulness of financial reporting, keep standards current, consider promptly, promote the international convergence of accounting standards, and improve a common understanding (FASB vs. GAAP financial accounting standards board, 2010).
Similarities Between FASB and IASB
An important similarity between Generally Accepted Accounting Standards (GAAP) and International Financial Reporting Standards (IFRS) is the manner in which they recognize stock-based compensation. The model followed by both Boards maintains that the fair value of shares and options available as compensation to employees should be recognized over the employees' service dates (Putra, 2009 examine the presentation of information in the financial statements (The unification of international accounting standards, 2007).
A further similarity of both Boards states that equity-like instruments giving the holder rights to demand cash settlements must be classified as liabilities (Epstein, 2008) . Figure 3 A further major difference between IFRS and GAAP are characteristics defining equity and debt. GAAP requires entities to reassess whether an embedded derivative should be separated at the end of each reporting period, while IFRS only requires this if there is a change in the terms that significantly modifies the cash flows. Also, GAAP requires non-current presentation of defaulted debt if a waiver is granted before the settlement issuance date, while the IFRS requires this after the balance sheet date only (Epstein, 2008) . GAAP allows convertible debt to be recorded as long-term debt; while the IFRS records convertible bonds separately into the equity component and the debt component, which is illustrated in Figure 4 .
Figure 4: IFRS Accounting for Convertible Debt
Source: Putra, 2009 Currently, the view of fair value is another difference between both Boards. The IASB classifies all assets according to their cash flows, while the FASB requires everything to be valued at fair value. Figure 5 illustrates the concepts that require improvements and in which the IFRS and GAAP need to develop a common understanding.
As indicated, a significant difference in iGAAP and U.S. GAAP is the accounting for convertible debt. To illustrate, assume Amazon.com issued, at par, $10 million of 10-year convertible bonds with a coupon rate of 4.75%. Amazon makes the following entry to record the issuance under U.S. GAAP.
Cash 10,000,000 Bonds Payable 10,000,000
Under iGAAP, Amazon must "bifurcate" (split out) the equity component-the value of the conversion option-of the bond issue. The equity component can be estimated using option-pricing models. Assume that Amazon estimates the value of the equity option embedded in the bond to be $1,575,000. Under iGAAP, the convertible bond issue is recorded as follows:
Cash 10,000,000 Discount on Bonds Payable 1,575,000 Bonds Payable 10,000,000 Paid-in Capital-Convertible Bonds 1,575,000
Thus, iGAAP records separately the bond issue's debt and equity components. Many believe this provides a more faithful representation of the impact of the bond issue. However, there are concerns about reliability of the models used to estimate the equity component of the bond.
Figure 5: Concepts Requiring A Common Understanding
Source: Alloway, 2009 Why the US Should Not Adopt IFRS 
Conclusion
The International Accounting Standards Board (IASB) has some concepts in common with the Financial Accounting Standards Board (FASB); however, there are more differences than similarities. Generally
Accepted Accounting Principles (GAAP) and International Financial
Reporting Standards (IFRS) both provide excellent principles; however, the United States should continue to comply with GAAP and continue to have GAAP developed by FASB.
American companies will not be likely to fully accept IFRS or the IASB, because it moves control over financial standards abroad and because IFRS has standards that differ from the American standardsthose upon which business decisions in this country have been made.
Although, the SEC is attempting to merge both Boards and both concepts, the differences between the two suggest that it may take longer than four years to create a Standards Board that the United States will accept.
